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During the month of June real estate activity re- 
REAL ESTATE ACTIVITY covered some of the ground lost in recent months, 

From a postwar low of 27.1 points above the long- 
range computed normal in May, it rose to 33.8 points in June, a rise of 6.7 points. 
Prior to this rise real estate activity had been dropping for six months, and this 
rise, the first since November 1947, marks the largest increase in over two years, 
This figure of 33.8 is a preliminary figure and final computations may show that the 
rise has not been quite so great, 


It is not at all unusual for the real estate activity cycle to recover several times 
on its way down. As the boom of the 1870’s ran out, the activity index recovered 
rather strongly on three different occasions, This could very easily happen to the 
present boom, inasmuch as the present recovery marks the second one since ac- 
“a tivity started down - over two years ago. We still believe that the boom will end 

ee some time around 1950, and that the balance of this year will see real estate ac- 
tivity at about the same level it enjoyed during the later part of 1926 and 1927. 


Real estate mortgage activity remained the same 
REAL ESTATE in June. For both months of May and June the in- 
MORTGAGE ACTIVITY dex stood at 179.7. Mortgage activity began drop- 


ping in February 1948 and now that Title VI has 
been allowed to expire we expect a continuing drop. 


Just when or whether Title VI or a reasonable facsimile thereof will be reac- 
tivated is not clear. Our guess is that the government will continue to be under 
considerable pressure to aid housing and that there is a good chance that some- 
thing of Title VI nature will be enacted, It’s touch and go as to whether such legis- 
lation will come out of the “campaign” session called by the President for July 
26, but as costs continue to rise and lenders grow more wary, some government 
assistance is virtually assured, 


Recent wage rises in the building trades have sent 
CONSTRUCTION COSTS construction costs climbing steeply once again. So 

far it’s too soon to feel the added expense of the 
freight rate rise and the increase in steel costs. These will no doubt show up 
shortly. 


| The cost of our standard six-room frame house increased from $13,968 in June 
to $14,402 in July, a rise of $434, while our standard five-room brick veneer house 
2 wl we rose $534 during the same period - from $12,160 in June to $12,694 in July. 
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BRICK VENEER RESIDENCE BUILT 
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These rises place the cost of the frame house 144 percent above the 1939 figure 
of $5,894, and the brick veneer house cost 133 percent above the 1939 figure of 
$5,442. 


Since 1939 the following increases have taken place in the two houses; 


5-room 6-room 

brick veneer frame 

Labor costs have increased 158% 177% 
Material costs have increased 120% 125% 


Of course, the increases caused by the freight rate rise and the boost in steel 
prices will be reflected in rising material costs of the houses, when they should 
actually be shown as increases in the labor cost. 


We have guessed wrong before on the turning point of construction costs, but this 
time we don’t see how they can go much higher. We think now that they will stay on 
a fairly level plateau for several months before taking any appreciable drop. 


We feel quite certain that the government’s efforts to push housing, particularly 
its policy of insuring long-term, low-interest, thin equity loans in a scarcity mar- 
ket, have played a major part in forcing prices as high as they have gone. This 
policy has built more houses than would have been built without such loose terms 
but they have been built at a fearful cost. 


A recent report prepared for the Joint Committee on Housing has this to say re- 
garding Federal taxes, high costs and rental property: 


The large scale builder and operator of rental housing 
is accustomed to long-term commitments, Rentals that 
correspond to the present high construction costs cannot 
be maintained through the life of a project. The insurance 
of the mortgage does not give the operator protection 
against operating loss; it merely makes it easier for him 
to finance the project at reasonable interest rates and 
low equity investment. * * * 


The Federal tax system and the insurance of mort- 
gages at 90 percent of project cost in fact encourage the 
in-and-out speculative building of high priced one-family 
houses, There the veteran is virtually forced to buy to 
obtain shelter when actually his best interests in most 
cases would initially be served through renting an apart- 
ment, 


Modification of the Federal income-tax laws would 
provide the greatest incentive to the large-scale building 
of rental housing. The exact method or combination of 
methods to attain this end is a matter for detailed con- 
sideration by tax experts. 
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The same report in the following quotation points out that lumber mills are hav- 
ing to buy a good deal of stumpage from the United States Government: 


When they were questioned by the committee in Wash- 
ington, officials of the Forest Service, Department of Agri- 
culture, disclosed the extent of sales of Government-owned 
stumpage to private manufacturers at increasing prices 
on the system of competitive bidding, It is understood that 
this system is in line with a law 50 years old which is pred- 
icated upon the assumption that public-owned timber should 
be marketed in behalf of its owner (the public) at as higha 
price as possible pursuant to bids, 


Ira J. Mason of the Forest Service said, in effect: The 
Government sets an average stumpage price based on the 
prevailing market. In the last 6 months this average was 
$7 per thousand in Oregon and Washington. However, when 
the bids came in, the average offered by the successful 
bidders was $9.38 per thousand, This is explainable only 
by reason of the fact that the lumber manufacturers were 
paying the market price, regardless of how high that mar- 
ket price might be. 


The report goes on to Say: 


* * * prices for Government timber are constantly exert- 
ing an upward trend in all lumber and log prices, 


and further: 


In its testimony in Washington, the Atomic Energy 
Commission told of its building expansion, A new project 
was under construction in the Pacific Northwest at the 
time. It appears that 35,000,000 feet of lumber were liter- 
ally commandeered during the month of December 1947, at 
a price in excess of the market, 


Lumber prices in the better grades have been holding fairly well, but there 
has been a noticeable softening of prices in the lower grades, 


Although the number of nonfarm dwelling units 
RESIDENTIAL started during the month of June (93,500) was less 
CONSTRUCTION than the number started in May (97,000), there is 

no particular significance that can be attached to 
this drop. In 1939, 1940 and 1946 there were similar drops from May to June, 
Residential construction starts for the twelve-month period ending June 30, 1948, 
reached a figure of 943,100 nonfarm dwelling units. This rate of 29.1 units per 
1000 nonfarm families is the highest for any period since 1928. We expect 1948 
to be the peak year for residential construction volume and that it will fall slowly 
each year for the next several years, The marriage rate, which by its formation of 
new families drastically influences the real estate and construction cycles, has been 
falling rather steeply since 1946. 
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